ann ual rep ort 


19 6 6 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Unit0143 1965 


REVIEW IN BRIEF 


Twelve 
months 
ended 
December 
31, 1965 
Sales of concentrates $10,400,000 
Earnings before 
exploration and 
development and 
income taxes 1,809,000 
Net earnings before taxes 654,000 
Income taxes (170,000) 
Net earnings after taxes 824,000 
Per share 0.33 
Cash dividends 741,000 
Per share 0.30 
Expenditures on 
exploration and 
development 1,156,000 
Per share 0.47 
Additions to plant 998,000 


Working capital at end 
of year 4,653,000 


UNITED KENO HILL MINES LIMITED 


Fone os 
ee 


ANNUAL MEETING 


Wednesday, April 13, 1966 
10:30 A.M. (Toronto Time), 
Queen’s Park Room 

King Edward Sheraton Hotel 
Toronto, Ontario. 


es 


UNITED KENO HILL MINES LIMITED 


REPORT OF THE DIRECTORS 


To THE SHAREHOLDERS: 


Earnings for the year 1965 amounted to $823,693 or 33¢ per share compared with $2,705,156 or 
$1.09 for the fifteen months ended December 31, 1964. 


In 1964 the Company changed its fiscal year to correspond with the calendar year and as a result 
the comparative figures for 1964 are based on a fifteen-month period. The interim report mailed to the 
shareholders on March 8, 1966 outlines production and earnings figures for the twelve months ended December 
31, 1965 compared with the preceding twelve-month period. 


OPERATING SUMMARY Twelve months Fifteen months 
ended December ended December 
31, 1965 31, 1964 
Ore: milled):-tons, 0.2) 23. 3.55 Sy ee ee 146,850 227,845 
Daily ‘average, tons, 25 7a ee oe 402.3 497.5 
Flotation heads 
Silver,,ounces: per ton’ 2. ee 33.25 CREW! 
Lead, 0s 4a ei a 0s ds oes, nea ae ee ee 7.06 6.38 
LANG Tot 6 soccer ee eee 6.22 4.92 
Metal recoveries 
Silver. S92 7 e., ou Goss Shi ee eee 96.29 95.63 
Lead Gee cs 0 iets na ee 90.43 90.48 
LANG U6" ois g Sa) Cop ote ang Uae Oe 91.42 89.07 
Production 
Silver «OUNCES 96.022: apo cee ern: ae Ar Le ee 4,701,820 1,210,901 
Lead, pounds. 2.5 rhe eee eee a en 18,753,650 26,304,902 
ZINC) POUNDS 7.5 eh ioe a ee ie 16,700,565 19,965,295 
Cadmium, pounds: 5 (0 Shia ee cae 198,140 245,453 
Sales of concentrates (om. a5 4 ie ok enna $10,400,117 $14,609,549 
Netsiearnin os: ))5c Oe kA Nore ard ce $ 823,693 $52-705:106 
Parnings: per: share: 2.55.4 xis Sans Sey see) eee ee $ 0.33 $ 109 
Dividends paid; peresharesa.. 5.095072 eee $ 0.30 $ 0.70 


Average sale price 


Siiver —= ‘per OUNCE. 5.52 he ee $ 1.39 $ io 
Lead: — per pound? 2c) 24d eae ee ae $ 0.16 $ 0.15 
Zine? —= perspound: vo. na ae Re ee ee ee $ 0.14 $ 0.14 
Cadmuiunij-—-"perspound 2. G3)2-4 ee eee $ 2.69 $ S28 


The critical shortage of skilled labour in the Yukon continues to seriously retard ore production at the 
property and as a result deliveries to the mill dropped sharply during the year. 


FINANCIAL 


Revenue from gross sales of concentrates during the year amounted to $10,400,117 and net earnings 
were $823,693 or 33¢ per share. A substantial portion of the Company’s income is derived from the opera- 
tion of the Keno Mine which is in its three-year tax-free period. Approximately $1,000,000 of exploration 
expenditures written in the accounts will not be claimed for tax purposes until the Company has taxable 
income and accordingly the accumulated tax reductions applicable to future years amounting to $170,000 
has been returned to income. 


PRODUCTION FROM INDIVIDUAL MINES 


Silver Lead Zinc 
Mine Tons % ozs/ton % % 

PACCLONA: ALUIMCL Pee teat ne ete A ate ees. ot 77,825 53,0 26.88 4.98 6.89 
PGA ee Mee Re RE ae mee Js ee ' 16,077 10.9 29.30 6.22 5.78 
LOTTO Sh eae 2 hg Sn oe age Pind ioe 35,891 24.4 47.32 12.23 5.45 
SUVELMISIN ee ts. nee ee tes Orig ca haath ae 7,531 | 47.65 5.43 2.49 
No Cash (Development) = eo 2).2 425. 1,100 8 27.49 Dine Zee 
Onek (Development) ............. 4,087 2.8 13.07 3.86 11,57 
Galkeno (Development)" a. 2)... 5.8. 580 4 14.55 3.27 (a7 fe 
Bermingham (Developmen) ak a tres S7 10312 10.40 1,14 
Comstock Keno (Under Lease) ............. 3.702 2.6 46.95 12.84 Dee. 
GA eee te eel eh le 146,850 100.0 53.2) 7.06 6.22 


ORE RESERVES 


At the year end reserves were estimated at 385,780 tons averaging 32.2 ounces of silver per ton, 6.4% 
lead and 6.5% zinc, compared with 459,000 tons averaging 34.1 ounces of silver per ton, 6.9% lead and 
6.2% zinc at the end of 1964. 


MINE DEVELOPMENT AND EXPLORATION 


During the year 13,854 feet of lateral exploration and development drives were completed but they 
exposed only 454 feet of ore, being 3.4% of the footage driven. This is much below the average figure for 
recent years and is insufficient to maintain ore reserves for the year. 


HECTOR-CALUMET MINE 


The principal developments at this mine were the driving of the 6-50-S drift to explore the area beyond 
the Jock Fault and extending the 1100 Level to develop this area under known ore shoots on the 1000 Level. 
A total length of 102 feet of ore grading 40.3 ounces silver per ton was indicated during the year. 


ELSA MINE 


The emphasis during the year continued to be the exploration and development of the 17 vein. During 
the year 141 feet of ore grading 33.7 ounces of silver per ton were developed. Unless favourable results are 
obtained in the development of the 17 vein on the 650 Level or new ore is found, this mine will cease to be a 
major ore source beyond the end of 1966. 


KENO MINE 


The internal shaft started in 1964 from the 700 foot Level was completed to the depth of 1,121 ft. in 
spite of the heavy flow of water below the 950 Level. The 1075 Level of this shaft has yet to be developed. A 
total length of 103 feet of ore averaging 42.3 ounces of silver per ton across an average width of 5.9 feet was 
developed. Lateral development on all levels totalled 4,248 feet. 


SILVER KING MINE 


A total of 348 feet of exploratory development was carried out on all levels but no ore was found. 
Mining and salvage operations were completed at this mine in December and the workings are now abandoned 
and being allowed to flood. 


NO CASH MINE 


Drifting and cross-cutting amounting to 3,039 feet, was completed during the year on the 200, 300 and 
500 Levels. A total of 108 feet of ore was developed averaging 45.6 ounces of silver per ton. An ore and 
waste pass system was driven connecting the 500 Level to the 250 Level. The ore shoots have a flat dip 
which will present mining problems. Operations at this property have been suspended pending an increase in 
available manpower. 


GALKENO MINE 


The Sime Shaft was deepened 60 feet to establish the 500 Level and a total of 1,631 feet of drifting 
and cross-cutting was completed on the 26 vein. No ore shoots were developed from this work. Operations at 
this property have also been suspended because of the manpower shortage. 


ONEK MINE 


The inability to acquire adequate mining crews to operate this mine at a profitable rate resulted in 
suspension of this operation in May. 


COMSTOCK KENO MINE 


This property is held under a leasing agreement and during 1965 a total of 3,702 tons of ore was mined 
grading 46.95 ounces of silver per ton, 12.8% lead and 5.2% zinc. A total of 205 feet of development 
was completed during the year but no ore was found. With the completion of the internal ore pass to the 
700 level of the Keno Mine this property can now be worked on a year-round basis. 


EXPLORATION 


The intensive exploration program was continued during the year. This included surface examination 
by soil sampling, geophysical and geochemical work, bulldozing, overburden drilling and diamond drilling. A 
helicopter was leased during the summer months and used to support outside exploration parties. A number of 
anomalies and vein structures were indicated and will require additional work either by trenching, overburden 
drilling or diamond drilling. 


Following the release by the Geological Survey of Canada of geochemical information for certain areas 
in the Yukon, 263 claims were staked in April. At a later date an additional 128 claims were staked bringing 
the total to 391. During the year these claims received detailed reconnaissance, soil sampling and prospecting. 
In addition United Keno is participating in a joint exploration program with Canadian Superior Exploration 
Limited on 62 claims in the Yukon area. 


GENERAL 


Capital expenditures during the period amounted to $997,868. An 18,000-foot water line was con- 
structed from Valley Lake to Elsa to supply domestic water for the townsite and to supplement the water supply 
to the mill. Other capital expenditures at Elsa included a new 200 H.P. Oil Fired Boiler, preliminary work 
for the installation of a new framing shed, new townsite dwellings and construction of bunkhouses at both Elsa 
and Calumet. Additional plant equipment was installed at the Keno Mine. 


Operations during 1965 continued to be hampered by the shortage of skilled labour. Throughout the 
year the mine was short 40 to 50 skilled miners. The smaller tonnage produced, and more critically the drop 
in the development footage, were due to the serious manpower situation. Under present immigration regula- 
tions and business conditions this situation shows no indication of improvement. 


Following investigation by the Royal Canadian Mounted Police of a suspected “high grading” 
shipment of minerals from Elsa in 1963, Crown prosecution has resulted in conviction of three persons, one 
with an appeal pending. The Company has claimed and is now holding the proceeds of the shipment. 


During the past year Mr. A. E. Pike resigned as General Manager and was succeeded by Mr. D. R. 
DeLaporte. Mr. H. S. McGowan retired as a director of the Company and was succeeded by Mr. E. L. Healy. 


The Directors wish to express their appreciation for the efficient services rendered during the year by 


Mr. D. R. DeLaporte, General Manager, Mr. M. G. Stoner, General Superintendent and Mr. E. K. McArthur, 
Manager of Transport Division and their respective staffs. 


On behalf of the Board, 


H. J. FRASER 
President 


P:g Nia RELGHER: 
Vice-President and Managing Director 


Toronto, Ontario 
March 3, 1966 


AUDITORS’ REPORT 


To the Shareholders of 
United Keno Hill Mines Limited: 


We have examined the balance sheet of United Keno 
Hill Mines Limited as at December 31, 1965 and the state- 
ment of earnings and retained earnings for the year ended 
on that date. Our examination included a general review 
of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion the accompanying balance sheet and 
statement of earnings and retained earnings present fairly 
the financial position of the company as at December 31, 
1965 and the results of its operations for the year then 
ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. 


Our examination also included the accompanying 
statement of source and application of funds which, in our 
opinion, when considered in relation to the aforementioned 
financial statements, presents fairly the sources and applica- 
tions of funds of the company for the year ended December 
31, 1965. 


CLARKSON, GORDON & CO., 
Chartered Accountants. 


Toronto, Canada, 
March 3, 1966. 


UNITED KENO HILL MINES LIMITED 


(Incorporated under the laws of Canada) 


ASSETS . 


Current: 


Cash ...............2... ...... t—<“‘“‘“‘iOC™COC*S*SC*C*# 
Short term securities, at cost (market value 1965 — $2,598,558; 
1964 — $3,492,428) ................. =... 
Concentrates at smelter and in transit, valued at estimated net amount 
receivable under sales contracts .......... =.=. =. sss 


Investment in Territorial Supply Company Limited: 


Shares (one-half the issued capital), at cost ........ oo 
Note receivable ................... sss i wr t—i—“‘“i‘i‘is—sSCSCS 


Fixed: 
Plant and equipment, at cost....................... 
Less accumulated depreciation... .=.....«....«.....-.. 


Mineral claims and properties, at cost ........................ 


Other: 


Government guaranteed bond deposited with the Northern Canada 
Power Commission, at cost (market value 1965 — $22,812; 
1964 -— $23,030) ........................... 


Inventory of supplies, valued at laid-down cost. .......... 4... 


December 31, 
1965 


5. 223,645 


2591,617 


2,551,889 
176,450 
61,627 


5,607,288 


25,000 
150,000 


175,000 


10,940,960 


8,557,508 
2,383,452 
1,885,505 
4,268,957 


24,969 
1,120,299 
1,145,268 

$11,196,513 


See notes to 


LIABILITIES 


December 31, 
Current: 1965 
ACCOURG pavapie and accriucd Charges ...................... $ 823,984 
come 20d Ober taxes pavavle == titi. 130,298 
TOs ciment abilities. «=i ‘“sa“‘(‘(‘(‘(i‘(ééesé‘(;‘SUCi;éC;is;(‘(C;(C(<‘(C#(CN 954,282 
Accumulated tax reductions applicable to future years (note 1) 
Shareholders’ equity: 
Capital — 
Authorized: 2,500,000 shares of no par value 
Issued: 24/0000 shares....s«si“i‘(iaiéyRYSNNS——_— i 1,950,006 
a rr—~—“=isOOOCtsS«sSs—<SrstSss=SC wsrs=Ss SS 8,292,225 
10,242,231 
On behalf of the Board: 
H. J. FRASER, Director. 
P. N. PITCHER, Director. 
$11,196,513 


statements. 


UNITED KENO HILL MINES LIMITED 


Revenue: 
Sales of concentrates. ..——s«.—ad‘“—sré«sé“Cé(é’#YUE’UNSC”'—a=—adiséi‘(‘(a‘ysy;COWw*CO(:CO;*;*COCiw*sC“‘(CCOCCCOCié(CC; 


Less smelter charges, freight and marketing expenses........ 


Interest and sundry income. ...-.=.—s=s«i—=«i“‘(isa’rzé‘é ‘(a;r;é#«;#COié(#RCOti*COCCCC(C(RSR 


Net gain on sale of fixed assets... (‘sas lc 


Operating and administrative costs: 
Development, mining, milling and general mine expenses ..... . . _. 
Depreciation ............................-———_=iazseéwsr—sd—i—Ccd—cs 


Administrative and general expenses — 
(including remuneration of directors of $25,550 in 1965 and 
Se srr—r—C RRC 


Provision for royalty under The Yukon Quartz Mining Act ...... 


Earnings for the fiscal year before exploration and development and 
income taxes ...... ................. .-.....—<C:iCS 


Expenditures on exploration and development of properties not in 
production... ......«...........——“‘; OCO;CCWCOCOCCCOCLC 


Income taxes (motes | and 2)..—=s—s—i‘(i‘iéyéy;)ON:CO;tO(O#tOi((R(R;O.O}U}U6U8f©€©FhUUCti“ tOiiOCOCOtCN 
Earnings for the fiscal year si‘(<‘(<i‘(éa(aré‘;C;é(;(‘;}#;(C;‘(<(‘(‘((‘<‘ésUr;)w;C;tOUCOv CUCU 


Retained cammings, beginnine of fiscal year... .—s«.—=«‘(<éyé«ijy#’CCC#(C#C(O‘‘;RCRRCCC 


Deduct dividends paid .... =. .-.«..-.«.s=.s «== i lr llc rr 


Retained earnings, end of fiscal year... st i(‘(“‘é#é(y’SCOOOOUUUUUUCUUC 


See notes to financial statements. 


Twelve 


Months ended 
December 31, — 


1965 _ 


$10,400,117. 


1,391,000 


9,009,117 


170,27) 
5,648 


9,185,036 


6,740,418 
430,912 


177,141 
27,000 


7,375,471 


1,809,565 


1,155,872 


653,693 


(170,000) 


623,093 
8,209,532 


9,033,225 


741,000 


$ 8,292,225 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1965 


In the fiscal years ended December 31, 1965 and 1964, income taxes 
charged in the accounts differed from income taxes payable as follows: 


Income taxes Income taxes 
charged (credited) payable Difference 
1965... $(170,000) Nil $( 170,000) 
1964 _—=Csss 230,000 $355,000 (125,000) 


These differences, which result from claiming for tax purposes amounts for 
depreciation and exploration and development expenditures that are 
more or less than those written in the accounts, have been applied to 
increase (decrease) the accumulated tax reductions applicable to future 
years. 


A substantial portion of the income in the 1964 and 1965 fiscal years was 
derived from the operation of a new mine whose three-year tax exempt 
period expires August 31, 1966. 


UNITED KENO HILL MINES LIMITED 


Source of funds: 


Operations before expenditures on exploration and development .. $2,240,477 
Consisting of — 
Earnings for the year before exploration and development 
and incOme taxes st st i $1,809,565 
Add depreciation, a charge against earnings which in itself did 
not require a cash outlay during the year. =... 430,912 
$2,240,477 
Partial repayment of note receivable from Territorial Supply Company 
limited ..._-«.. .......,—(i‘CO;C.OUOUOUUUCUCOUC*C a 50,000 
2,290,477 
Application of funds: 
Exploration and development. ...... ........,.. 1,155,872 
Dividends... Cl tsi‘(‘CO 741,000 
Purchase of fixed assets (net)... 997,868 
Purchase Of mineral claims .. ..2 3... tsti(‘( a‘ (‘RSC 134,500 
Increase in inventory Of supplies... =... 172,143 3,201,383 
Excess of funds applied over those provided during the year ............ $ 910,906 
This excess of funds applied resulted in a decrease in working 
capital as follows: 
December December 
31, 1965 31, 1964 Decrease 
Current assetS $5,607,288 $6,370,799 S$ (763;511) 
Current liabilities. 954,282 806,887 (147,395) 
Working capiialc. $4,653,006 $5,563,912 $ (910,906) 


COMPARATIVE STATEMENT OF 


Fiscal Year 


Dee 31, 1947 
Dec. 31, 1948 
Dec. 31, 1949 
Decwe 315 1950 
Dec. 31, 1951 
sept, 30) 1952 
Scot 3U,. 1953 
Sept. 30, 1954 
Sept. 30:"1955 
Sept. 30, 1956 
Sept. 30; 1957 
pent 05.21958 
Sept. 30, 1959 
Sept... .30, 1960 
Sept. 30, 1961 
Sept. 30, 1962 
Sepia U1 903 
Dec.. 31, 1964 
Jan. 1-Dec. 31, 
Dec 31, 1965 


(15 mos.) 


$964)... os 


PRODUCTION BY YEARS 


; Production 

Tons Silver Lead Zinc Cadmium 

Milled _Ozs. Lbs. Lbs. Lbs. 

20,880 9395195 2,157,090 

37,0935 1,908,267 5,089,554 

29,494 1,403,360 5,330,736 ALAM PISS By | 

77,465 3,349,848 ¥3;916,23 1 7,040,569 80,585 

88,026 3,480,965 13,036,638 7,174,657 94,608 
102,269 3,408,966 14,436,073 10,280,241 139,654 
156,684 6,252,483 27,313,584 21,245,493 304,722 
180,249 6,191,599 30,663,549 26,134,700 3125931 
162,307 5,670,137 26,350,198 24,035,999 502,297 
155,702 5,982,979 25,083,145 24,107,851 322.500 
159,885 5,694,850 22,569,908 18,119,454 2300271 
175,058 5,984,373 ZaA259,501 18,610,970 229,308 
173,477 7,307,815 22,865,276 LIST LT,O19 220,281 
176,745 7,249,101 21,986,887 14,440,774 181,132 
186,116 7,231,908 1729115672 15,512,624 202,432 
184,123 7,000,837 17,587,767 13,885,884 184,364 
186,721 5,978,075 16,751,012 14,759,821 199,708 
227,845 P2100 91) 26,304,902 19(965.295 245,453 

(181,849) (5,724,070) (21,751,668) (16,479,780) (197,782) 
146,850 4,701,820 18,753,650 16,700,565 198,140 
2,627,489 96,403,489 350,363,373 262,004,313 


3,454,265 


UNITED KENO HILL MINES LIMITED 


OPERATING RESULTS: 


Sales of concentrates less smelter charges, 


freight ‘and marketing expenses... eee 
Operating and administrative expenses ............. 


Operating profit before undernoted items ............ 


Deduct (add) 


Depreciation and amortization charges .......... 


Expenditures on exploration and development 


Other: incomes. 22.2. eae Se 
Income. taxes’ (estimate). = ee 


Earningsifor the year 2 see ee eee ee 


WORKING CAPITAL: 


NUMBER OF SHARES OUTSTANDING: 


Per: share—earnitigs 4... 2 


= CiVidendSs. ssa eee 


TEN-YEAR SUMMAR‘\ 


1965 1964 
(15 mos.) 


ae aE $9,009,117 $10,249,660 
ihe Aapeee 6,944,559 6,649 ,57€ 
a ee 2,064,558 3,600,084 


Kade ee 430,912 437,074 
ace eee L5155,892 969,824 
eS C175.) (178,352 
2 Fe ee (170,000) 115,00C 


sy eee $ 823,693" “$°2,250,m 


eee ens $5,607,288 $ 6,370,793 
Pe Rope 954,282 806,887 


$4,653,006 $ 5,563,912 


2,470,000 2,470,00€ 


Ce aes $33 | 
a. $ .30 $ .60 


F OPERATING DATA 


1963 1962 1961 1960 1959 1958 1957 1956 

805,518 $8,301,313 $7,101,507 $7,280,964 $7,416,590 $6,117,968 $6,659,348 $7,691,701 
004,473 5,440,268 S922 1 5,306,934 4,980,384 4,804,302 4,533,606 4,310,590 
801,045 2,861,045 1,774,236 1,974,030 2,436,206 1,313,666 DAZ 42 ieee es 00g | 
450,629 Sy ES yess) 522,624 a22,131 515,426 470,624 684,150 700,290 
£029,639 586,616 441,471 412,623 426,258 2S 230 169,909 217,434 
(155,135) (118,894) (97,894) (144,373) (48,314) (84,034) (50,065) (41,919) 
485,000 655,000 (70,000) 60,000 218,000 62,000 320,000 500,000 
Poa) 1,218,131> $ 978,035 $1,123,649 $4,324,836 $ 586,840 $1,011,748 $2,005,306 
,626,616 $5,976,401 $4,804,099 $4,587,299 $4,155,269 $3,196,637 $3,575,016 $4,096,601 
096,298 1,426,976 654,600 745,540 03 25050 855,041 1,083,638 1,309,471 
530,318 $4,549,425 $4,149,499 $3,841,759 $3,222,710 $2,341,596 $2,491,378 $2,787,130 
5,470,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000 
$ .40 $ .49 $ .40 $ .46 $ .54 $ .24 $ .41 $ .81 

$ .40 $ .40 $ .40 $ .40 $ .24 $e32 $ .50 $ .65 


UNITED KENO HILL MINES 
LIMITED 


PLAN SHOWING: 
LOCATION AND 
TRANSPORTATION ROUTES 


5 Po g } 
S| UNITED _KENO HILL / 
is MINES LTD. / 


= =! 
SCALE IN MILES 


D. BR, DeLAPORTE. - Cc rC—“‘“‘“‘ ‘iON General Manager 
M:G. STONER...  ti—“‘COCOCS General Superintendent 
R.A. McCULLOCH .. «ss lc Mechanical Superintendent 
H.E. PAWSON . cc t—Ci‘COCO Mill Superintendent 
ee dmrrrr—rr—”—“‘“‘C(‘COCCRCCrtCitiCCC Chief Geologist 
T.R-MORRIS. a Chief Engineer 
JOHN KACHMAR- | Office Manager 
E.K.McCARTHUR. =. =. Manager, Transport Division 
W.G. WHITEHOUSE... .. Maintenance Superintendent, Transport Division 


K. MULLOY:. Chief Accountant, Transport Division 


